How foreign
exchange could be
costing you more
than you think

Foreign exchange (FX) is a necessary

freemarket helps businesses and individuals keep more

requirement for many businesses and groups,

of their money when exchanging foreign currency. We

and one that was rarely given a second
thought. Whether you are paying for tours,
representative teams travelling to

put the ‘exchange’ back into foreign exchange by using
technology to match payments and deliver a simple,
swift and cost effective solution.

international competitions, or even making or
receiving payments from European/Global
governing bodies, FX has often been
overlooked as irrelevant to cost saving
exercises as not particularly impactful.

How you could be paying
There are three ways in which you typically pay for an FX
transaction, often a combination of the below:

However, in light of the seismic shifts caused within the
political sphere, the need for an organisation to have an
increased awareness of their foreign exchange needs
has never been more stark. With the increased volatility,

A percentage commission
based on the amount of currency you exchange

governing bodies (as with other organisations) within
the UK have seen their costs rise, whilst under
increasing pressure from government to make more
efficient use of their resources. This has brought foreign
exchange and the inherent costs, fully under the
spotlight of finance professionals everywhere.

A flat fee
for the provision of the service (rare on its own
and often in combination with 1)

“

In an increasingly digitalized
world, there is simply no
reason to pay £800-£2000 per
£100,000 transaction.

Hidden in the ‘spread’
The cost of the exchange is hidden in the ‘spread’ of the
currency you buy/sell – this is the margin a provider
applies on top of the institutional rate they acquire from
their bank

Unfortunately, the foreign exchange industry all too often
relies on over-complication, in an attempt to hoodwink
customers. Currency exchange providers are
astonishingly under-regulated, allowing an alarming
number to rely on tactics to misleadingly attract your
custom and surreptitiously impose hidden fees on your
transactions. The fallout from this is many businesses
paying an average of 0.8% per transaction, with 5%
paying as much as 2% of the amount exchanged. In an
increasingly digitalized world, there is simply no reason

When you see a tantalising ‘0%’ or ‘no fee’ promise, it’s
likely that point 3 is in effect (with freemarket, when we
say 0%, we really mean 0%). Subscription charges and
annually paid management fees, as well as charges that
kick in when a service is not used, are other ways that
you can lose money.
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to pay £800-£2000 per £100,000 transaction.

If you think that your current provider’s deal is too

another currency, it’s important that you understand

good to be true, it probably is. Many providers hook

how much you’re being charged and how they’re

customers by offering extremely competitive rates,

charging you, so that you can identify if and how you

but gradually hike these up without making you

can bring those costs down.

aware. Make sure to challenge your provider
regularly and compare overall rates. It’s also worth
noting that more complex ‘contracts’ such as
forwards and ‘limit orders’ are sometimes designed
to confuse customers and eke out further profit
from their fear and uncertainty.

freemarket Customer Case Study
The independent, international, non-profit Aquaculture
Stewardship Council (ASC) was founded in 2010 to
establish a sustainability standard for farmed fish,

How technology is changing FX for
the better
freemarket are pioneers of the Scheduled Exchange the
unique mechanism by which we achieve mid-market
rates of exchange. Harnessing the power of peer-to-peer
technology to aggregate our customers’ requirements,
we optimise the opportunity to match currency and
deliver the best possible rate for every customer.
freemarket offers same-day delivery of funds on all
major currencies, while big banks like HSBC can take up
to two weeks to execute transactions. Our online
platform gives you control over your payments, and
allows you to not sit around fretting over when your
payments will be made; schedule a transaction with
freemarket in the morning and it will be executed at
midday that same day.

So, what are you going to do about it?

crustaceans and shellfish. The ASC is not a traditional
charity, so while income does come from grants in GBP,
US$ and Euros, revenues are also generated through
logo license fees in multiple currencies.
This alternative model requires an alternative currency
provider – one that offers the flexibility to manage
multiple incoming and outgoing payments in a variety of
currencies with ease and efficiency. “freemarket is an
efficient currency tool for us in this regard… ease of use,
speed of access and better integration are all
important” says their CEO, Chris Ninnes. For the ASC,
efficiency as much as cost is pivotal in how they choose
to conduct their foreign transactions: “The freemarket
system, once setup, is seamless. Not dealing with
brokers regarding sales pitches and new product offers
is a positive. As is not dealing with bank administration
and increasing requirements.”

How our commission rates compare

Reducing overheads is a responsibility for the publicly
funded and charitable sectors. UK Sport & Sport England
are pushing for governing bodies to drive down costs

BANKERS

2%

BROKERS

0.8%

through various means, including shared services and
bulk procurement, whilst the Charities Act stipulates that
a charity must operate in the public benefit, and make
sure the charity’s assets are only used to support or
carry out its purposes.

0.2%
So, should you be paying for flights, hotels, facilities
ref: 2015 report 'Breaking out of the FX status quo'
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youth and club tours, or receiving competition funds in
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and/or local support for international competitions,

The team at freemarket will be delighted to speak to any Sport and Recreation
Alliance member about their foreign exchange requirements and consult with you
regarding your current provider(s), and the benefits of the Sport and
Recreation/freemarket platform.
This is a free service and holds no obligation for members.
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We believe that you’ll be delighted with the savings that you can make.

